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he United States Supreme Court is soon to hear the case of Kirtsaeng v.
John Wiley & Sons Inc., which involves the application of the copyright
laws to the time-honored American tradition of buying cheap and selling
dear.

The facts in Kirtsaeng are straightforward. A foreign graduate student
studying mathematics at USC realizes one day that he can buy educational text-
books in his home country – in English – at a fraction of the price the publisher is
selling them for in the United States. He decides to capitalize on this price dispari-
ty by having his friends and relatives back home buy up a large number of the
textbooks for him, which he then proceeds to sell on eBay (to U.S. students) as a
means of financing his education. His project succeeds beyond his wildest
dreams, and by some accounts (e.g., trial testimony) Kirtsaeng manages to pock-
et $900,000 before the publisher catches wind of what is going on and files suit to
enjoin this gross application of the “buy low, sell high” principle.

The theory behind the publisher’s lawsuit is that Kirtsaeng has violated Section
602(a) of the Copyright Act, which provides in pertinent part that:

Importation into the United States, without the authority of the owner of copy-
right under this title, of copies...of a work that have been acquired outside the
United States is an infringement of the exclusive right to distribute copies [of the
work] [subject to certain exceptions not relevant here].

In essence, Wiley is asserting that it may sell the same textbook in Singapore
for $10 that it sells in the United States for $50, and that no enterprising U.S. stu-
dent should ever be permitted to go buy in bulk in Singapore and give his fellow
students a price break. The tension created by the argument is the typical one
heard when artificial regional (or international) price barriers have been erected:
i.e., the publisher claims that it is entitled to price as it sees fit in every separate
jurisdiction according to what the market will bear, and the end-users claim that
this is simple price-gouging. While the argument is not quite as simplistic as that
– particularly since Section 109(a) of the Copyright Act allows the owner of a copy
“lawfully made under this title” to resell it without the copyright holder’s permission
– Wiley’s position has far-reaching implications that it has glossed over, and that
we would be foolish to ignore in this increasingly international internet age, where
consumers can order virtually anything, from anywhere, at the click of a button.

Let us begin with the basic premise that most Americans like to buy things
cheap. We are a nation of coupon clippers and sales shoppers, descending like
starving models on Nordstrom the day after Thanksgiving and ruthlessly scouring
the Gap for deals at our local mall. Our culture has given rise to Costco, Wal-
Mart, and Home Depot, where buying in bulk and do-it-yourself are de facto cre-
dos of the enlightened self-enabled. In a nation of consumers, we have a plethora
of websites dedicated to finding the best deals on everything, from travel
(Expedia) to shoes (Zappos) to golf (Golfnow) to books (Amazon), and on and on
as far as the mind can see. If you can conceive of a mechanism by which some-
thing can be compared, it is entirely likely that someone has developed a website
around the concept. The present economic climate has resulted in the creation of
applications such as GasBuddy, so that we can locate the cheapest gas within a
five-mile radius, and PriceGrabber, so that we can comparison shop for Barbie
dolls, bar mitzvahs and barbeques, among other things.

This is unsurprising, and is nothing more than the simple recognition that capi-
talism rewards those who understand how to save money. It is a hallmark of
industry to be thrifty, to be frugal, and to make the best use of one’s capital.
Companies move labor offshore and wealthy Americans travel to Germany to buy
BMWs for exactly the same reason: To save money. And it is no great secret that
everyone – rich, poor, or in between – likes to save money.

The case of Kirtsaeng v. Wiley is more than the simple vindication of the right to
profit, however; it is more than a dispute over whether Kirtsaeng has unfairly prof-

T ited at Wiley’s expense, or whether Wiley has artificially inflated prices to increase
its own profits. The Supreme Court case concerns the “first-sale” doctrine in copy-
right law. In simple terms, the doctrine means that you can buy and sell the things
you purchase. Even if someone has copyright over some piece of what you own,
you can sell it without permission from the copyright holder because the copyright
holder can only control the “first-sale.”

To use a classic example, suppose you buy Michael Connelly’s murder mystery,
The Drop. Connelly owns the copyright to the book, so you can’t make a copy of
it, but you own the book, and can sell your copy (or give it away) to anyone you
like. You can donate it to the library, sell it on Amazon’s reseller page, or on eBay,
or wander over to your local used bookstore and see if they want to take it off your
hands. Since you bought a copy of the book, you can sell your copy to anyone
who will pay you for it.

But the first sale rule doesn’t just make it possible to sell your books and other
creative works (e.g., CDs, DVDs, art). In 1998, the Supreme Court ruled that the
first-sale doctrine applies to any product manufactured and sold in the United
States which bears copyrighted material (e.g., a label), even if the first sale by the
copyright holder was abroad and the item was imported back into the United
States. See Quality King v. L’anza Research Int’l, 523 U.S. 135 (1998).

The proper scope and application of the rule, however, has been in flux since
2010, when an equally divided Supreme Court affirmed the Ninth Circuit’s applica-
tion of the “first-sale” doctrine in Omega S.A. v. Costco Wholesale Corp., 541 F.3d
982, 990 (9th Cir. 2008). That decision, while not binding outside of the Ninth
Circuit, is controversial because the appellate court found that the first sale doc-
trine did not apply to foreign-made goods first sold abroad, and barred Costco
from buying Omega watches in the Philippines as a means of undercutting
Omega’s preferred pricing in the United States.

With the Supreme Court’s decision to review Kirtsaeng, we now have the
prospect of much-needed clarity, as under both the Second and Ninth Circuit’s
current interpretation of the first sale doctrine, an argument could be made that
you cannot re-sell that car you bought in Germany and imported to the U.S., or
that book you bought in Paris when you were trying to get out of the rain, or that
CD by your favorite band that you bought in the UK but was never released here.
The implications for our culture if this is the rule are wide-ranging, as it creates a
perverse incentive for manufacturers to take all production offshore, since their
permission would have to be sought (and presumably a fee paid) for any re-sale
of those commodities we commonly refer to as our own. Without raising the spec-
tre of the boy who cried wolf, this would be an absurd result to impose on the
nation, and contrary to our basic notions of what it means to own property –
whether it be watches, textbooks, or anything at all.

Robert Scott Lawrence
Robert Scott Lawrence is a senior trial attorney

with Callahan & Blaine who specializes in intellectual
property litigation, including copyrights, trademarks,
patents and trade secrets. Callahan & Blaine is
known and respected as “California’s Premier
Litigation Firm.” Callahan & Blaine has obtained
record-breaking verdicts and settlements including a
$934 million jury verdict in a complex litigation trial.
For more information, please feel free to visit the
firm’s website at www.callahan-law.com or call
714.241.4444.

About Callahan & Blaine
Callahan & Blaine is California’s Premier Litigation Firm. Founded in

1984, Callahan & Blaine has been achieving record-breaking verdicts
and settlements for over 25 years in all areas of complex litigation. For
example, Callahan & Blaine has the highest jury verdict in Orange
County history, a $934 million jury verdict achieved after a three-month

trial in Beckman Coulter v. Flextronics, a complex business litigation
case. Likewise, in a complex municipal liability case, Callahan &
Blaine obtained a $50 million settlement that has been certified by
West Trial Digest as the largest personal injury settlement in the histo-
ry of the United States.
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nterviewer, Samantha McDermott, connected with two prominent attorneys, Jerry Huang,
the general counsel of Vizio and Yuri Mikulka, co-chair of the IP Litigation Department at
Stradling about their thoughts on the Central District, judges and what the patent pilot pro-
gram means for current and future cases.

McDermott: What do you think are the best venues for defending
and/or bringing a patent litigation action? Why?

Huang: I don’t believe that there are any absolute best venues, either
as a plaintiff or as a defendant. Best venues depend on the objective of
the litigation and a variety of related factors. Speed to trial, sophistication
of jurists and jury demographics, status of the opposing side, are some of
the logical factors to consider. The same characteristics of a particular
venue may not necessarily be beneficial in all instances. In some cases,
depending on budget and/or strength of the patent(s) at issue, a patent
holder may favor a venue with a short time to trial against certain type of
defendant. Conversely they may prefer a slower venue against a different
type of defendant. With the limitation on joinder provision under the
America Invents Act of 2011, full impact on case filings in traditionally
favored jurisdictions remain to be seen. In addition to California, Delaware and Texas, the ITC is
now becoming a popular forum for patent disputes.

Mikulka: I like to file in a forum where the judges have experience with patent cases. For
example, the judges in the Central District of California, the Northern District of California,
Southern District of New York, District of Delaware, and the District of New Jersey are more
familiar with patent law than other courts. One other thing to consider is the pilot patent pro-
gram. This program was recently implemented in fourteen District Courts across the country,
including three here in California. It was designed to foster patent expertise within the Districts
that see the most patent cases. In venues with the program, I will either get a judge that has vol-
unteered to be a pilot judge or I will get a judge who is interested, and has decided to keep the
case. Either way, I’ll be in good hands. 

McDermott: Yuri just talked a little bit about the pilot patent program. As you know, three
District Courts in California were selected to participate in the program which just took effect on
January 1, 2012. Do you have experience with any of those judges? If so, what have your expe-
riences been like?

Mikulka: The judges who are part of the pilot program in the Central
District are Honorable Andrew J. Guilford, Honorable S. James Otero,
Honorable Otis D. Wright II and Honorable George H. Wu.

I have found them to be reasonable, fair and patient, but are extremely
busy especially given the recent budget cuts. More than ever, they will
expect the parties to informally resolve issues and narrow the disputed
issues before appearing for trial. For instance, they will not hesitate to
reject pretrial statements that deviate from local rules or include too many
disputed evidentiary issues that the parties should have worked out
beforehand.

Huang: The Honorable Judge Andrew Guilford presided over two of
my recent patent cases. Both matters have been successfully resolved,
and the experience was positive. Judge Guilford was very fair, highly
skilled and effective in that process.

McDermott: Do you think those judges are patentee-friendly or defendant-friendly? Why?

Mikulka: One of the reasons that patentees favor the Central District is the lack of patent local
rules such as those adopted in the N.D. Cal. Local rules may drive up the cost of litigation as
well as slow down the litigation – which may also contribute to the Central District’s speedier
time to trial as compared to other districts. The lack of local rules, however, require that the par-
ties are more proactive in coordinating the case. Overall, I think Central District is a popular
place to litigate for either party because the judges are known to be sophisticated, neutral and
well-versed in patent litigation.

Huang: I agree that the Central District of California has a very active patent docket because
patentees may be attracted to speedier time to trial, highly sophisticated jurists and a diverse
jury population. However, in my experience, such popularity with the Central District is not sup-
ported by the notion that the bench is either patentee-friendly or defendant-friendly.

McDermott: Do you think that the pilot patent program will lead to an increase or decrease in
the number of patent cases being filed in the Central District of California? Why?

Huang: In my view, we should see an increase to the filings of patent cases in the Central
District of California due to the pilot patent program. In addition to the element of predictability
mentioned by Yuri, the program should also result in a more efficient process and effective
jurists.

Mikulka: Since the Central district still does not have local patent rules and there is no imme-
diate plan to adopt them, I think the Central District will continue to be a busy and popular venue
for patent litigation. However, if the judges begin to adopt the N.D. rules or patent local rules like
the one that Judge Guilford is currently working on, then it remains to be seen whether plaintiffs
will continue to prefer the Central District to other districts.

McDermott: Do you think that the Central District will adopt rules similar to the N.D. local
patent rules? If not, how might the rules be different?

Mikulka: Many judges in the Central District are opposed to adopting local patent rules.
Judge Wright uses modified N.D. Cal. Local patent rules and Judge Otero uses the N.D. rules
only in complex patent litigations. Judge Guilford is working on his set of rules, and is advocat-
ing that local patent rules be adopted in the Central District. Ultimately, I think the Central District
will not adopt local patent rules, and will proceed on a judge by judge basis – where each judge
will adopt their own patent rules.

Huang: I agree with Yuri. I do not see the full adoption of N.D. local patent rules in the Central
District. The objectives of the pilot patent program are to find better, more innovative ways to
manage the patent docket in the Central District. The patent litigation landscape across the
country has transformed significantly since the last decade. The America Invents Act of 2011 will
certainly further complicate the path of the pendulum swing that is occurring in the world of
patent litigation, and I believe that there is more appetite to embrace change. If uniform local
patent rules were adopted in the Central District, I believe that the rules would offer significantly
more flexibility as compared to the Northern District.

McDermott: You don’t always get to choose where you will litigate. If you did have a choice,
would you choose to litigate in the Central District?

Huang: For many of the same reasons already discussed, the Central District is an attractive
venue. Having a large talent pool in the local legal market further supports the appeal of litigat-
ing in the Central District.

Mikulka: I am very comfortable with the judges in the Central District and now with the pilot
patent program feel even more comfortable that our cases will be decided by a judge that is
familiar with patent law and that is interested in my case. The other consideration is that the
Central District can be more cost effective because cases are disposed of quicker here than in
other Districts. It also helps that judges, such as Judge Guilford, tend to be flexible in allowing
the parties to set a reasonable schedule.

McDermott: I’d like to thank both of you for taking the time to share your views with us.

For more information contact Yuri Mikulka at 949.725.4000 or ymikulka@sycr.com.

I
Jerry Huang, General
Counsel of Vizio

Yuri Mikulka, Co-Chair
of the IP Litigation
Department at
Stradling

What’s The State of Patent Litigation in California? What Does The Future Hold For
Companies and The Attorneys Who Represent Them?
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nlike criminal cases, a defendant in a civil action is virtually certain to be
afforded notice of his alleged misconduct long before he has to sit for a
deposition, produce documents, or otherwise explain or justify his
alleged misconduct. What happens then, if the civil defendant has the
mind of a criminal with no reservations about destroying evidence,
especially in today’s digital age when evidence can be destroyed with

the click of a mouse? Although courts are generally reluctant to give plaintiffs the
opportunity to enter a defendant’s premises without notice to search and seize
evidence of wrongdoing, this article discusses tactics plaintiffs’ counsel can use to
obtain smoking gun evidence even in cases where the defendant has no qualms
about destroying such evidence.

A Rule 65(b) Search and Seizure Order
In many commercial business litigation cases, the plaintiff first

becomes aware of a defendant’s tortious conduct from an
“insider” who has knowledge of the conduct, but no hard evi-
dence to corroborate his knowledge. While the insider’s testimo-
ny may be persuasive, without corroborating evidence the trial
will be little more than a run-of-the-mill he said/she said battle.

If the plaintiff has access to such an “insider,” ideally he would
want an opportunity to search the defendant’s offices and com-
puters for evidence of infringement before the defendant could engage in some
Arthur Andersen type “housekeeping.” Although this opportunity may be available in
only a limited number of cases, plaintiffs may seek ex parte relief under Rule 65(b) of
the Federal Rules of Civil Procedure, or a similar state law rule of procedure, when
they first file their lawsuit.

Rule 65(b) authorizes the court to issue a temporary restraining order without
notice to the adverse party. Because courts are essentially forced to act as the
absent party’s advocate in this type of situation, ex parte applications of this nature
are subject to strict judicial scrutiny.1 As a general rule of thumb, courts will grant an
ex parte application filed without notice in just two types of situations.2 The first type
of situation is when the plaintiff does not know the party’s identity or location, which
is rarely at issue.3 The second – and more common – situation is when not granting
the requested relief would render further prosecution of the action fruitless.4 In such
situations, courts require that a plaintiff do more than assert that the defendant could
or would dispose of evidence if given notice because the opportunity to erase
computer disks, burn, shred, or hide documents is present in every civil case.5 Thus,
to prove that notice would render further prosecution fruitless, a plaintiff must show
that the adverse party or persons similar to it have a history of disposing of evidence
and/or violating court orders.6 As a practical matter, plaintiffs generally have not had
any direct dealings with defendants at the onset of a case, so they do not have
access to this type of proof in the beginning. Therefore, plaintiffs’ counsel oftentimes
must resort to other means to deal with sinister defendants willing to do what it takes
to cover up their tracks before obtaining such relief.

The Next Best Thing
Both logically and legally7, evidence of flight by a defendant is a silent admission

that he is unwilling or unable to face the charges against him. A prime example of
this principle is shown in O.J. Simpson’s infamous Bronco police chase, which is all
that millions of Americans needed to see in order to conclude that he had murdered
Nicole Brown Simpson and Ronald Goldman.

Plaintiffs’ counsel must realize that this same principle applies in civil lawsuits.
Therefore, when a plaintiff cannot “search and seize” a defendant’s premises for
evidence, he must search for this type of evidence through other means, chiefly
informal and clandestine discovery. Defendants in civil lawsuits are rarely suspicious
that their conduct following service of a lawsuit could be at issue or even observed.
Accordingly, what a defendant does immediately following service can sometimes
produce a cornucopia of evidence that would normally be lost forever.

One tactic is to hire a reputable private investigator to have a team of individuals
conduct surveillance of the defendant and all relevant locations where evidence of
wrongdoing could be found. Only after the team is in place and conducting surveil-
lance from a public location should the defendant be formally served with the com-
plaint. From there, the defendant and all relevant locations must be observed and
taped. For example, a videotape showing the defendant loading computers and doc-
uments into a car immediately after being served can be very persuasive evidence
before a judge or jury.

Another tactic is to engage in “dumpster diving” (i.e., searching through another’s
trash), which is not illegal.8 In fact, dumpster diving has become so commonplace
that the Federal Trade Commission was compelled to issue a “Disposal Rule,” which
provides that businesses must take reasonable measures to protect against
unauthorized access to consumer information when the business disposes such
information.9 Typically, in addition to conducting surveillance, plaintiffs’ counsel can
request that their private investigators search defendant’s trash as well in order to
determine whether the defendant has embarked in a campaign of evidentiary
destruction.

A New Hope: Rule 65(b) Relief After Conducting The Efforts Detailed Above
So long as the plaintiff’s investigator understands that surveillance and dumpster

diving does not entitle him to unfettered access everywhere, evidence uncovered

U following service of a lawsuit can often be powerful weapons for liability. In addition,
the evidence recovered could also be used to support a new or renewed ex parte
application under Rule 65(b) if the investigator obtains proof that the defendant has
engaged in evidence destruction. In such an application, it would be worth reminding
the court that irreparable damage may already have been done.

A Word of Caution: Instruct and Supervise The Investigator, and then Verify
that Your Instructions Have Been Followed

It is imperative that Plaintiffs’ counsel be aware of the legal limitations of these
methods of discovery. As illustrated in Stephen Slesinger, Inc. v. The Walt Disney

Co., misconduct in the quest for evidence of misconduct can
devastate a party’s case.10

In the early 1990s, plaintiff Stephen Slesinger, Inc. (“SSI”)
sued defendant The Walt Disney Corporation (“Disney”) for
Disney’s alleged failure to pay SSI royalties in connection with
its Winnie the Pooh productions. When SSI commenced
litigation, it hired an investigator to obtain Disney’s documents
outside of the regular discovery process. On some occasions,
the investigator discussed his planned activities with SSI. In
most instances, he did not.

The lawsuit was litigated for more than 10 years before the
conduct of SSI’s investigator would be fully addressed by the Court. However, when
the conduct was addressed, it cost SSI dearly. In a decision imposing terminating
sanctions on SSI, the court first took issue with the fact that neither SSI nor its
investigator maintained any logs or records showing what documents were received
from the investigator. The court also found that not only was the investigator not
credible about having only conducted dumpster diving at one location, but that even if
that was true, the dumpster was not publicly available “so as to give SSI a right to
treat Disney’s documents as abandoned and use them for private advantage.” The
Court rejected SSI’s argument that it should not be held accountable for its private
investigators’ misdeeds because the investigators acted as SSI’s agents in their
efforts to obtain evidence helpful to SSI.

As this case shows, plaintiffs’ counsel must be extremely cautious about whom
they hire to conduct surveillance and dumpster diving because ultimately they, and
their clients, will be held accountable for the private investigator’s conduct.

Conclusion
Our legal system generally does not deal effectively with parties who are prepared

to lie, destroy, fabricate, or destroy evidence. Courts are suspicious of such charges
and often assume that they are made for strategic or tactical reasons. Even when
true, charges of misconduct can end up hurting the litigant making the charges as
opposed to the litigant or party actually guilty of the misconduct.

Knowing the limitations of Rule 65 and similar state laws generally, it is imperative
that plaintiffs’ counsel understand that there are additional weapons available to
prove a defendant’s liability. Conducting surveillance and dumpster diving can
sometimes uncover actions that will obtain the smoking gun evidence in those cases
with defendants willing to do what it takes to destroy the smoking guns they know
exist.

1 Adobe Systems, Inc. v. South Sun Products, Inc., 187 F. R. D. 636, 639 (S.D. Cal. 1999).
2 Samson v. One West Bank, 2010 WL 4724237, *1 (N.D. Cal. Nov. 15, 2010) (citing Reno Air Racing Ass’n, 

Inc. v. McCord, 452 F.3d 1126, 1131 (9th Cir. 2006).  
3 Id.
4 Id.
5 Reno Air Racing, 452 F.3d at 1131. 
6 Id.; see also First Tech. Safety Sys., Inc. v. Depinet, 11 F.3d 641, 650-51 (6th Cir. 1993). 
7 Starr v. U.S., 164 U.S. 627, 632 (1897).  
8 California v. Greenwood, 486 U.S. 35, 37 (1988).
9 16 C.F.R. § 682.3.
10 Stephen Slesinger, Inc. v. The Walt Disney Company, 2004 WL 612818 (Cal. Superior) (Not published).
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ou own one of the most innovative widget companies in the United
States. You have spent more than a year and hundreds of thousands of
dollars developing a new design for your next generation widget. Your
marketing department, working with your team of design engineers, has
come up with a product that they believe will take the marketplace by
storm and become your flagship product for the next several years. The

design is not novel functionally, it just looks really good.
You invest an additional hundreds of thousands of dollars gearing up for the annu-

al widget trade show and the new product launch. The new widget is a smash hit at
the trade show, and your sales team cannot wait to get the new widget into the sales
channels. In the midst of your celebration, you get a call from your salesman who is
responsible for servicing your biggest reseller, Widget-Mart. Apparently, your new
widget was such a hit at the trade show, Knock-Off Inc. decided to copy your design,
but make it faster with much cheaper raw materials and labor. Unfortunately, Widget-
Mart decided to go with the cheaper widget from Knock-off Inc.

You have no intention of letting your investment of hundreds of thousands of dol-
lars and thousands of hours of employee time go to waste. What do you do? If you
took the prudent step of filing a design patent application for your new widget, you
can sue Knock-off Inc. (you may want to sue Widget-Mart too) for patent infringe-
ment. Under the current legal standard for determining design patent infringement,
Knock-Off Inc’s widget infringes your design patent if an ordinary observer, familiar
with prior art designs, would be deceived into believing that the accused product is
the same as the patented design. The infringement analysis focuses on a compari-
son of the overall design of the product, as opposed to individual similarities or differ-
ences between the design patent and the accused product. If Knock-Off’s widget
infringes your design patent, you can seek an injunction and damages, and if the
infringement was willful, treble damages and attorneys’ fees.

If you do not have a design patent, you might be surprised to learn you have an
uphill battle. You might be able to sue Knock-Off Inc. for trade dress infringement,
but to establish trade dress infringement you will need to establish that your product
design has acquired “distinctiveness,” also known as “secondary meaning.” The
courts have held product designs can never be inherently distinctive under the trade-
mark laws. In other words, you would have to show that, like a distinctive word mark
or logo, there is a link in the minds of consumers between the product design and
the source of the product. You would likely be able to do this if Knock-Off Inc. started
selling its cheaper widget several years after your product launch and after you have
sold hundreds of thousands of your widgets. But in this case, your widget has not
even hit the market yet, so you probably will have an uphill battle seeking to estab-
lish secondary meaning.

As the foregoing suggests, you should seriously consider obtaining a design patent
for any significant new product design. Design patents are relatively inexpensive to
prepare and prosecute. Unlike a utility patent, a design patent merely consists of a
series of drawings that depict the design you are claiming. Design patents are rela-
tively easy to obtain. Essentially, you must merely convince the Patent Office that
your design is ornamental (not functional) and novel. Finally, design patents typically
issue much quicker than utility patents. Why then do companies obtain a relatively
small number of design patents? In 2011, for example, the United States Patent and
Trademark Office issued 224,505 utility patents, but only 21,356 design patents.

Some may be hesitant to obtain a design patent because it lasts for only 14 years.

Y However, the vast majority of product designs likely have a useful life of less than 14
years. Sure, there are exceptions (the Gibson® Les Paul® and Fender®
Stratocaster® come to mind), but how many current product designs can you think of
that were introduced in or before 1998? Not many. So you probably will not need pro-
tection for more than 14 years. In any event, after your design patent expires, you
should still be able to protect your product design under trade dress law. Although
some courts have questioned whether it is proper to recognize trade dress protection
on a product design that was the subject of an expired design patent, most courts
recognize that design patents and trade dress protection can coexist. As long as the
design has acquired distinctiveness in the minds of consumers, a court should pro-
tect your design from imitation even after your design patent expires. Therefore, in
my opinion, it is a “no brainer” to file a design patent application for any new product
design you think might be valuable to you in the marketplace.

If you are not convinced yet, consider some recent trending statistics for some
innovative companies. For example, according to USPTO statistics, Apple Inc.
obtained 122 U.S. design patents from 2006 to 2008, and 379 U.S. design patents
from 2009 to 2011. HTC Corporation obtained two U.S. design patents from 2006 to
2008, and 66 U.S. design patents from 2009 to 2011. And lest you think only smart
phone and tablet manufacturers are obtaining more design patents these days, con-
sider that Hyundai Motor Corporation obtained one U.S. design patent from 2006 to
2008, and 36 U.S. design patents from 2009 to 2011. Ford Motor Company obtained
30 U.S. design patents from 2006 to 2008, and 248 U.S. design patents from 2009 to
2011.

If it is worth spending hundreds of thousands of dollars or more on developing and
marketing a new product design, it ought to be worth spending a relatively small
amount to obtain a design patent to protect that new product. The design patent will
give you peace of mind and a valuable tool when the next Knock-Off Inc. comes
along. Just having the design patent (or even a pending design patent application)
may keep the Knock-Off Inc.s of the world on the sidelines. And when your new prod-
uct is copied, your trial attorney will be happy to learn you have that design patent.

Postscript: As this article is going to press, on June 26, 2012, a Judge in the
Northern District of California granted a preliminary injunction in favor of Apple Inc.
and against Samsung’s Galaxy Tab 10.1 tablet computer, finding that Apple is likely
to prevail on its claim of design patent infringement. On that same day, Samsung
appealed to the Federal Circuit Court of Appeals. Stay tuned...

Ronald Oines
Ronald Oines is a partner in Rutan & Tucker’s Trial

section and co-chair of Rutan’s Intellectual Property
Group. Mr. Oines has handled numerous intellectual
property matters involving design and utility patents, as
well as matters involving trademarks, copyrights, trade
secrets, and rights of publicity. Mr. Oines also handles
other complex business litigation matters, such as those
involving product defects, contract disputes and business
torts and can be reached at 714.662.4680 or
roines@rutan.com.

About Rutan & Tucker
Rutan & Tucker’s lawyers are widely known as the best and most effective

attorneys in California. Rutan recruits top lawyers from the finest law schools
around the country. As a result, Rutan is staffed with attorneys of the highest
caliber who provide the most sophisticated legal services available today.
Rutan’s commitment to excellence and value set us apart from other top
firms, and enable us to meet the challenge of obtaining the desired results
for our clients at the best possible cost.

Rutan’s roots lie in Orange County, Calif., and trace back to 1906.
Today, Rutan & Tucker’s practice extends nationwide, while maintaining
our connection to the fabric of Orange County and California. Rutan &
Tucker continues to distinguish itself as Orange County’s largest full-
service law firm, as it has for decades, while also developing a significant
presence in Silicon Valley.
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ntellectual Property (“IP”) rights constitute the most valuable assets of many modern
businesses. In addition to such IP-intensive fields as high-tech, biotech, pharmaceutical,
medical device, electronics, software and entertainment, the foregoing principle has also
become true for the “old economies,” such as financial
services, construction, food manufacturing, etc. Like other
assets, typically, IP rights are transferred in contracts.

However, certain rules apply only to IP-related contracts. Such
rules are less known and, sometimes, counterintuitive. This arti-
cle discusses some of such rules, which, if not followed, may
cost you millions of dollars in unexpected losses or allow you to obtain similar unexpected
gains.

A recent routine review of license agreements of a publicly-traded client revealed that the
client-licensee had been paying well in excess of ten million dollars in annual royalties on a
contract that no longer required the client to make payments. The key issue was a well-
established, but somewhat obscure, rule announced by the U.S. Supreme Court in 1964.
Brulotte v. Thys Co., 379 U.S. 29 (1964). The Brullote rule applies to hybrid patent licenses, i.e.
licenses that convey rights to patent and other IP rights, e.g. trade secrets, trademarks, etc.
That rule generally states that the royalty obligation in a hybrid license becomes unenforceable
when patent rights expire. Currently, the general rule for U.S. patents is that a patent expires 20
years after the application date. Under the Brullote rule, unless the hybrid license complies with
certain technical requirements, the licensor loses the right to collect royalties after the licensed
patent expires, even if the licensee continues the use of other IP rights (e.g., trade secrets)
granted in the agreement. Generally, to be enforceable, the royalty provision in the hybrid
license must either (i) contain a separate royalty obligation (or royalty rate) for patent rights, or
(ii) provide for a reduction in the royalty rate upon the expiration of the patent rights. Other
creative strategies may also allow a hybrid license agreement to comply with the Brullote rule.
Needless to say, unexpectedly finding oneself on the wrong side of a license agreement that is
not compliant with the Brullote rule may be a devastating business event.

Another type of IP agreement that may not mean what they state is a sale agreement that
does not transfer to the buyer every relevant right. Thus, regardless of the title of the agreement
and regardless of any sale and transfer language in the agreement, if the seller retains rights in
connection with the transferred IP, the contract may be deemed to be a license rather than a
sale. An example of such a situation may be a trademark or patent sale contract. A number of
technical rules apply to such contracts. Even assuming all such rules are followed, if the seller
retains the right to exercise control over the marketing strategy, quality of products or services
marketed by the buyer under the purchased marks or patents, or to direct enforcement of such
patent or trademark rights, a court, in the event of a dispute, may construe the sale agreement
to constitute a license and the “buyer” to be a licensee. The key ramification of such a
conclusion would be that termination of the “sale” agreement may result in the loss of trademark
or patent rights by the “buyer.”

Another commonly encountered problem is the lack of proper transfer of patent rights from
the inventors to business entities. Generally, U.S. patents rights may be transferred only in a
written document. It is critical that every inventor transfer his or her rights in the patent to the
business entity that practices the relevant patent, grants a license under the patent or enforces
the patent. If a named inventor fails to properly transfer his or her patent rights, the business
entity may not be able to enforce such patent. In turn, the inventor who has retained his or her
rights, may be able to commercialize the patent (through granting a license or otherwise)
independently from (and without any obligation to account for profits to) other named inventors
and independently from the business entity to whom other inventors have transferred their
interest in the patent. One unexpected outcome of such a situation may be that an accused
infringer (who may be a competitor) may acquire a license from a putative inventor and use that
license as a legitimate defense to the charge of infringement, thereby effectively precluding the
patent owner from enforcing its valuable rights. That may result in completely devaluing such
rights. Another counterintuitive outcome is that the inventor who has retained his or her rights to
the patent does not even have to account to other inventors or their assignees for any revenues
such inventor derives from licensing of the patent. Thus, such inventor will have the ability to
“undersell” the business to whom other inventors have transferred their rights and prevent that
business from deriving any royalties from the patent. Yet another unexpected outcome when
one of multiple co-inventors fails to assign patent rights to an entity is that the non-assigning
inventor may grant an “exclusive” license to a different licensee. Of course, although such
license agreement may be styled as an “exclusive” license, in reality, it will not be exclusive.

A similarly unfortunate situation may arise in the copyright context when the author of a copy-
righted work does not properly transfer all relevant copyrights. For example, a business may
contract with a software developer for the development of a specific software. Unless the
relevant contract provides that the software developer transfers all copyrights in the subject
software, the software developer retains such copyrights and the contracting party may only use
the copy of the software provided by the software developer. At the same time, the software
developer would likely retain all other copyrights, such as the rights to make and sell copies of
the software, to grant licenses to others, to incorporate the subject software into other software

products, to enforce rights in the software, etc.
Practical situations either exactly like or similar to the ones described above are not rare. Both

authors of this article have encountered and dealt with a number of them, sometimes, through
protractive litigation. A timely review by competent counsel
remains the key way to avoid costly surprises. Obviously, the
best way to guard against such surprises is when the contract
terms are being negotiated. However, due to business realities,
such timely, pre-execution review may be impractical or
impossible. For example, the requirements of a deal may

dictate a quick closing, leaving no time for a thorough legal review, or an existing contract may
be acquired as part of a business transaction. Under such circumstances, relatively inexpensive
legal due diligence may uncover issues similar to the ones discussed above and allow for an
opportunity to deal with them in a deliberate manner to avoid devastating surprises down the
road.
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Beware! Does Your Important Contract Mean What It Clearly Says? 
Not Necessarily.
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hat will be the impact of the Patent Reform Act on your business? In
short, Congress crafted the Patent Reform Act to reward vigilant
businesses who actively seek to protect their inventions and who
track patent filings of competitors. Why did Congress do this?
Congress wanted these vigilant businesses to keep intellectual prop-
erty battles in the Patent Office and out of the courtroom. Such a

shift will reduce legal costs associated with patent protection and litigation, to hope-
fully stimulate job creation and the rest of the
economy.

The Patent Reform Act, also known as the
America Invents Act (“AIA”), was signed into
law on September 16, 2011, and constitutes
the most sweeping change to patent law since
1836. The AIA provisions come into effect over
a four-year period – many provisions have
already come into effect, and more critical pro-
visions will come into effect within the next
nine months. So what are the new provisions
and why do businesses need to be vigilant? The following describes some of the key
provisions that put the onus on businesses to act:

First-to-File System (effective March 16, 2013)
This is the most publicized provision of the AIA. The first inventor to file a patent

application at the Patent Office now has rights to the resulting patent. Under our old
regime, the Patent Office granted patent rights to the first inventor to invent (a first-
to-invent system). Since the time of Thomas Jefferson, the first to prove the spark of
genius was awarded the patent. Those days end March 16, 2013.

Under the new regime, filing dates are critical. This is the regime already imple-
mented in the rest of the world, and Congress sought to unify our laws with accepted
foreign practice. Thus, if you invent a new widget tomorrow, and don’t file a patent
application, and your neighbor invents the same widget next week and files an appli-
cation that day – then he has the rights to the patent. Of course, there are some
exceptions, namely if your neighbor derived the invention from you (he is not a true
inventor) or if you already disclosed the invention within a year of his filing (a provi-
sion Congress added to protect university professors), but otherwise it’s now a race
to the Patent Office.

What does this mean? Certainly, businesses need to be more vigilant about what
constitutes a protectable invention and then take steps to get a patent application
filed as soon as possible. Competitors in a rapidly growing market may develop the
same technologies near or at the same time in response to market demand. The first
business to assemble proper documentation that properly describes the invention,
and gets that information on file, will succeed. As a caution though, it will remain the
case that rapid and shoddy patent drafting will not result in a strong patent.
Businesses will not succeed that throw together bare bones applications in a hope to
beat competitors to the punch. Effective and frequent communication with patent
counsel will be critical to quickly get quality patent applications on file.

Improved Third-Party Submission of Prior Art to Patent Examiners (effective
September 16, 2012)

A third-party may now anonymously cite prior art to a patent examiner, with a brief
explanation of how that prior art invalidates the application’s claims. There are limited
time frames for a third-party to do so however. This is an improvement over the old
regime, in which third-parties could submit prior art to a patent examiner, but could
not explain how it was pertinent to the application at hand. Thus, third-parties previ-
ously felt discouraged from submitting prior art, in fear that an examiner would simply
disregard it, thus reducing that art’s persuasive effect in a courtroom later on.

What does this mean? If a business knows a competitor filed a patent application
with invalid claims, and the competitor has strong prior art to prove this point, it may
be effective to submit this art directly to the examiner in charge of that application.
The business, however, will need to be vigilant enough to track the competitor’s
applications and submit the art within the applicable time frame.

Post-Grant Review Proceeding (effective September 16, 2012)
This is a key provision for businesses in competitive markets. Within nine months

of a patent’s issuance, a third party may request a post-grant review of a patent
claim’s validity on virtually any ground – this is effectively a public opposition pro-
ceeding. The post-grant review takes place before the newly formed Patent Trial and
Appeal Board. Current regulations allow for limited discovery and the possibility of an
oral hearing before the Board.

Why is post-grant review important? Post-grant review uses a “preponderance of
evidence” standard to invalidate a patent claim. This is a lesser standard than the
District Court’s “clear and convincing evidence” standard. Thus, a third-party may
have an easier shot at getting bad patent claims eliminated at the Patent Office. In
addition, post-grant review must be completed within one year of its initiation (unless
a party raises good cause for an additional six months). Post-grant review therefore
moves more quickly than typical District Court litigation. Further, parties may settle to
end the post-grant review, removing the fear that the Patent Office may continue pur-
suing a post-grant review that neither party wants.

What does this mean? Vigilant businesses that track competitors’ issued patents
now have a rapid administrative procedure to strike down invalid claims. The busi-
nesses must act promptly enough to raise these issues within the nine-month win-
dow. Grounds of invalidity to be raised are not limited to invalidity based on a prior
art disclosure, but also include ineligible subject matter, lack of written description,

W lack of claim enablement, or indefinite claims – grounds that were typically only
raised in District Court previously.

Inter Partes Review Proceeding (effective September 16, 2012)
The inter partes review proceeding is similar to the post-grant review proceeding,

but is only available after the post-grant review’s nine month window expires. In
addition, inter partes review provides for fewer grounds to contest validity than post-

grant review. Inter partes review only allows
a third party to contest a patent claim’s
validity based on a prior art disclosure
(namely, the claim should not have issued
because the invention was already known
or obvious from the disclosure of a patent
or publication).

Under the old regime, there was a proce-
dure called “inter partes reexamination,” in
which a third party could contest a patent’s
validity based on a prior art disclosure.

However, under the old regime, a patent examiner reviewed the claims with limited
written submissions by the interested parties. The new “inter partes review” proce-
dure seeks to improve on the old procedure, by placing the review in the hands of
the newly formed Patent Trial and Appeal Board. The Board may allow for evidence
and oral argument, which will likely improve the quality of the review. In addition, an
inter partes review must be completed within one year of its initiation, which
improves upon the lengthy examination that sometimes occurred under the old
regime.

What does this mean? Congress sought to streamline the old “inter partes reex-
amination” procedure to make it faster yet more thorough. Vigilant businesses now
have a streamlined mechanism to strike competitor’s bad claims before they reach
the courtroom, even if the post-grant review’s nine-month window has expired.

Conclusion
The AIA includes multiple other provisions which are not all discussed here. The

Patent Office maintains an up-to-date blog on its website
(www.uspto.gov/aia_implementation) of all the AIA provisions, with commentary
regarding their implementation.

Some may wonder if the AIA stifles innovation by overly favoring big business.
Big businesses have the resources to remain vigilant. However, as one may note,
many of these provisions are not directed to big business or small business, but are
rather directed to “bad” patents. “Bad” patents will suffer under the AIA, as they did
under the old law. “Good” patents however, which are well-drafted and support
strong inventive concepts, will continue to thrive.

And moreover, the Patent Office has strongly pushed in recent years to quickly
output “good” patents. In the past two years, the Patent Office has added over
1,000 new examiners, has reduced the backlog of unexamined applications by
about 100,000 applications, and has shaved off about two months of total applica-
tion pendency, even though the number of new applications has steadily increased.
The Patent Office also plans to open three new remote offices before October
2014. The Patent Office is in the business of issuing patents, and will continue to do
so, to increase the value of your business’s intellectual property portfolio.
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patent matters before the International Trade Commission. He can be reached
at aflior@swlaw.com or 714.427.7083.
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nforcing patent rights or defending against a claim of patent infringement can be
some of the most expensive legal needs facing business today. Opinions vary as to
why the cases are so expensive, but most CEOs seem to agree on one constant
factor: uncertainty. In patent litigation, the level of uncertainty is peculiarly high.

Two titans in the medical products field have recently sparred over this very
issue in a Supreme Court appeal, with one urging the high court to change the law complete-
ly. In the case of Retractable Technologies Inc. v. Becton Dickinson & Co., Retractable
Technologies claims the court of appeals has such broad authority to change lower court
rulings, a patent owner or accused infringer cannot rely on what a trial judge or jury decides
after years of litigation (and potentially thou-
sands if not millions of dollars spent to do
so). This encourages parties to appeal
because of the success rate in appeals.

What are best practices for weathering the
costs associated with protecting valuable
intellectual property rights or defending
against claims of infringement?

◆ Budget, budget, then budget again:
Nearly all federal district courts in the coun-
try have adopted some form of local rules
governing patent cases to streamline the
cases as much as possible. The local rules
provide insight on what the court expects as
the minimum procedures that must occur by
parties in a patent case, as well as guide-
posts for budgeting. Experienced patent
litigation counsel should provide clients with
projected budgets that anticipate the
minimum procedures required by these local
rules, and the projected associated cost.

◆ Review budgets regularly: Projected
budgets should be regularly scrutinized as
the case proceeds to account for actions
taken by the opposing party, and additional
procedures imposed by the Court. Regular
communication with outside counsel is a
must for ensuring projected budgets are
accurate and account for unanticipated
expense.

◆ Consider limiting issues and proce-
dures with the opposing party(ies): Patent

E litigation can be highly contentious, leading to higher cost. Consider narrowing the issues in
the case, either by looking hard at the patent(s) in the case and choosing the claim(s) that
likely makes or breaks the case, and seek agreement by the opposing party(ies) to focus
proceeding on that claim(s), or expediting procedures that define the claims in dispute.
Increasing numbers of courts are considering limiting patent disputes to exemplary claims,
making this more of a commonplace decision in patent cases.

Overall, a clearly defined goal for raising and resolving disputes over intellectual property
rights, and plain and open discussion between businesses and their outside counsel, are the
best practices for managing the expense of enforcing valuable intellectual property rights.

Matthew Murphey
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n a rare interview, Samantha McDermott connected with Ed Treska, the general counsel
of Acacia, and Sarah Brooks, IP Litigation Attorney at Stradling, about their thoughts on
the Central District, judges and what the patent pilot program means to them.

McDermott: What do you think are the best venues for defending and/or bringing a patent
litigation action? Why?

Treska: As plaintiffs, we prefer
venues where there are estab-
lished rules governing patent
cases and where the dockets
move relatively quickly. Aside from
these factors, there are so many
variables governing a patent case
that it’s difficult to say whether
one venue is better than another.

Brooks: I completely agree with Ed. It is difficult to say what the best
venue is for a patent case because it depends on many factors. That
being said, regardless of whether I’m representing a plaintiff or defen-
dant, I prefer to be litigating in a venue where the judges have at least
a familiarity with patent law. It’s even better when the judges have an
actual interest in patent law. Nothing is worse than a judge who doesn’t understand (or want
to understand) the issues in your case. I’ve litigated in the Western District of Michigan. I think
we were the first patent case that judge had seen and he was not happy to see us!

McDermott: Wow Sarah, I can only imagine the sentiment in that courtroom. As you both
know, three District Courts in California were selected to participate in the pilot patent pro-
gram which just took effect on January 1, 2012. Do you have experience with any of the
judges in the pilot patent program? If so, what has your experience been like?

Treska: We have some experience with these judges and expect that the District Courts in
California will continue to hear a large number of patent cases. Many of the judges in
California are already very experienced in handling patent cases but having the Pilot Program
focus the efforts of particular judges will certainly enhance the patent expertise of our
California courts.

Brooks: Yes, I’ve been before Judge Wu and Judge Otero, both part of the pilot patent pro-
gram here in the Central District of California. In my experience, Judge Otero is a no-nonsense
kind of judge and sets a quick time to trial. But, I think all the judges in the Central District are
fair and well-reasoned. So, even if you don’t get one of the pilot program judges, you’ll get
someone who is fair. And they’ve certainly all seen their fair share of patent cases. I think the
Central District was the top district for a number of patent cases filed for many years. Eastern
District of Texas surpassed us one year, but now I think we’re back to being the top venue!

McDermott: Do you think those judges are patentee-friendly or defendant-friendly? Why?

Treska: To some extent, you are only as friendly as your last ruling. Many have learned that
you can’t handicap a venue or a judge with respect to a specific patent, specific technology
and a particular set of circumstances. We fully expect that all of the judges will be process-
friendly and will seek to understand the unique aspects pertinent to each patent case.

Brooks: I think that in general, the Central District has a reputation for being more patent-
ee-friendly than some other venues. Probably because it has a quicker time to trial than some
other districts and because it doesn’t have local patent rules, which can make a case more
expensive for the plaintiff. People spend a lot of time trying to decide what forum is patentee-
friendly or defendant-friendly and which judge might be patentee-friendly. Ultimately, it
depends on how strong your case is and how skilled your attorneys are. Any particular judge
is capable of ruling for the patentee or for the defendant depending on the circumstances.

McDermott: Do you think that the pilot patent program will lead to an increase or decrease
in the number of patent cases being filed in the Central District of California? Why?

Treska: I think that depends on whether prospective parties see cases being resolved fairly
and efficiently through the Pilot Program, regardless of the outcome. In addition, the venue
choices for plaintiffs are more limited now so it’s not clear whether the number of cases filed
in the Central District will be a direct result of the Pilot Program.

Brooks: I think that the Central District will continue to be a popular venue for patent litiga-
tion. But, when money is no object (which of course is rare these days), or when it’s a “bet the
company” kind of case, I think many patent holders prefer the predictability of a venue with
local patent rules. The question is whether the pilot program will offer the predictability that
arguably has been lacking in the Central District. Some of the pilot judges are adopting the
Northern District of CA local patent rules but there’s no plan to adopt them throughout the dis-
trict. Ultimately, I think the program will lead to an increase in patent cases because of the
predictability factor, and because you will get a judge that is experienced in patent law and
interested in your case.

McDermott: Ed, Sarah, thank you both for sharing your wisdom with us today.

For more information, contact Sarah Brooks at 949.725.4000 or sbrooks@sycr.com.
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n a widely anticipated decision, the Supreme Court reversed the Federal Circuit’s deci-
sion in Mayo v. Prometheus, which had upheld the patentability of a medical diagnostic
test that measured metabolites in human blood. This decision has wide-ranging impli-
cations for the medical diagnostic community, as it throws into question the patentability
of medical diagnostic tests and may raise patentability issues for other industries as
well.

Justice Breyer, writing on behalf of the unanimous Supreme Court, reiterated that “laws of

I
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nature, natural phenomena and abstract
ideas are not patentable.” Justice Breyer
explained that “Einstein could not patent his
celebrated law that E=mc²; nor could Newton
have patented the laws of gravity.” Justice
Breyer did note, however, that the Court has
held that “a process is not unpatentable sim-
ply because it contains a law of nature or a
mathematical algorithm...and added that ‘an
application of a law of nature or mathemati-
cal formula to a known structure or process
may well be deserving of patent protection.’”

Justice Breyer stated that this case “lies at
the intersection of these basic
principles...The claims purport to apply natu-
ral laws describing the relationships between
the concentration in the blood of certain
thiopurine metabolites and the likelihood that
the drug dosage will be ineffective or induce
harmful side-effects. We must determine
whether the claimed processes have trans-
formed these unpatentable natural laws into
patent eligible applications of those laws.”

The Court held that the claims were
unpatentable because they essentially
applied only a law of nature, “[n]amely, rela-
tionships between concentrations of certain
metabolites in the blood and the likelihood
that a dosage of a thiopurine drug will prove
ineffective or cause harm.” The Court
reached this conclusion by categorizing the
patents into three steps, consisting of an
administering step, a “wherein” clause and a
third determining step. With respect to the
administering step, the Court found that this
merely refers to the relevant audience, i.e.,
the doctors who treat patients. The “wherein”
clause merely described the natural law. The
third step, the determining step only tells the
doctor to determine the level of the relevant
metabolites in the blood. The Court found
that this step merely told the doctors to
engage in “well-understood, routine, conven-
tional activity previously engaged in by scien-
tists who work in the field.” Finally, the Court
found that “the three steps as an ordered
combination adds nothing to the laws of
nature that is not already present when the
steps are considered separately.”

The Supreme Court’s decision raises more
questions than it answers and it simultane-

ously calls into question the patentablity of diagnostic methods that have wide ranging value.
While not going so far as to exclude the patentability of diagnostic methods per se, the
Supreme Court did not provide clear guidance on what types of diagnostic tests may remain
patentable. Given the lack of guidance from the Supreme Court’s decision, we can expect fur-
ther decisions from lower courts and the Federal Circuit testing the patentability requirements
of medical diagnostic methods.

Mayo Collaborative Services v. Prometheus Laboratories Inc., 556 U.S. ____(2012).
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he Olympics are a marketing bonanza, and companies pay millions of dollars to be
counted among the official Olympic sponsors and to participate in the exclusive
advertising that follows. The 2012 London Olympics kick off on July 27, and the
organizers have set the tone for combating unauthorized use of the “Olympic” trade-
marks and other forms of “ambush” marketing.

Olympic Trademarks
There are several “Olympic” trademarks,

including OLYMPIC, LONDON 2012, the
famous five-ring design, and the London
Olympic Games’ mascot “Wenlock.”1 In
many countries, including in the United
Kingdom, the Olympic trademarks are heav-
ily protected property often enjoying special statutory protection. Any commercial use of the
Olympic trademarks during the 2012 Olympics will require written authorization from the
International Olympic Committee (“IOC”) and the London Organising Committee of the Olympic
and Paralympic Games (“LOCOG”). The IOC and LOCOG will strictly control the use of the
Olympic trademarks to ensure that they are properly used and to protect the massive revenues
generated via the official paying Olympic sponsors.2

Combating Ambush Marketing
Sponsorship revenues provide the majority of the money needed to fund the over $2 billion

budget for the Olympics.3 To protect the integrity of its sponsorship program, the IOC typically
requires Olympic host countries to enact special legislation that provides strict penalties for
ambush marketing. “Ambush” marketing is defined as activities by non-sponsor commercial enti-
ties that “suggest that they or their products are associated with the [Olympics]” or that
“expos[es] their brands to spectators at the [Olympic] event and/or broadcast viewers.”4 Under
the regulations, it is unlawful for any entity to falsely represent any association, affiliation,
endorsement, sponsorship or relationship with the Olympics.5 For example, the IOC states that
unlawful association with the Olympics is likely if a non-sponsor advertises or markets goods or
services in a manner that:

(i) uses a combination of any of the following two words: “games,” “two-thousand and twelve,”
“2012” and “Twenty-Twelve,”; or 
(ii) uses any one of the previous words and the word(s) “London,” “medals,” “sponsors,” “sum-
mer,” “gold,” “silver” or “bronze.”6

Another example of “ambush” marketing would include the unauthorized advertising, sale or
distribution of a non-sponsor’s products for commercial purposes in the “Event Zones” and dur-
ing the “Event Periods.” Although there are exceptions, distributing materials, displaying bill-
boards, wearing or distributing clothing, holding up electronic devices (mobile phones), or wear-
ing body paint (beware streakers!) in an Event Zone during an Event Period that display the
brand of a non-sponsor would all qualify as prohibited activity. Non-sponsors should carefully
review the Event Zone maps and Event Period schedules (see www.london2012.com) to avoid
violating the regulations.

Olympic authorities have stated that they will vigorously and strictly enforce regulations estab-
lished to deter ambush marketing. According to the IOC, the strict anti-ambush marketing regu-
lations ensure that official Olympic sponsors gain full advantage of their investment, generate
revenue for the Olympics, and support a welcoming environment for spectators.

For more information, visit www.knobbe.com.

1 Using the Brand (available at http://www.london2012.com/about-us/our-brand/using-the-brand).
2 Id. 
3 Brand Protection, Non-Commercial Organisation – What you Need to Know, The London Organising Committee of the
Olympic Games and Paralympic Games Ltd. (Aug. 2010) (available at www.london2012.com/documents/brand-
guidelines/guidelines-for-non-commercial-use.pdf)
4 Advertising and Trading, Detailed Provisions of the Advertising and Trading Regulations, Olympic Delivery Authority (Nov.
2011) (available at http://www.london2012.com/mm/Document/Publications/General/01/24/09/42/detailed-provisions-of-the-
advertising-and-trading-regulations.pdf )
5 Using the Brand (available at http://www.london2012.com/about-us/our-brand/using-the-brand). 
6 Brand Protection, London 2012’s UK Statutory Marketing Rights, April 2010 (available at
http://www.london2012.com/mm/Document/Publications/General/01/24/71/64/statutory-marketing-rights_English.pdf)
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Susan M. Natland
Susan Natland is a partner at Knobbe Martens Olson & Bear

LLP in Irvine. Susan specializes in all aspects of domestic and
international brand and domain name selection, clearance, pro-
tection, enforcement, audits and licensing in connection with a
wide range of industries. She recently had the unique opportunity
to work as virtual in-house trademark counsel for a major Internet
retailer for almost two years, allowing her to take an active role in
policy and business decisions and providing her with invaluable
hands-on insight and understanding of business concerns and
drivers. Providing clear, practical legal advice and creative busi-
ness solutions is at the core of her practice. Contact Susan at
susan.natland@knobbe.com or 949.760.0404.

Gregory B. Phillips
Greg Phillips is an intellectual property attorney at Knobbe

Martens Olson & Bear LLP in Irvine. His practice includes coun-
seling clients with their domestic and international trademark,
copyright, domain name and licensing matters in a broad spec-
trum of industries including apparel, medical devices, automotive,
software, video games and amusement parks. Contact Greg at
gregory.phillips@knobbe.com or 949.760.0404.

Advertising at The Olympics –
Let The Games Begin!

by Susan M. Natland, Partner; and Greg Phillips, Attorney; 
Knobbe Martens Olson & Bear LLP
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